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SUBJECT: LATIN AMERICAN BANK SETTLEMENT MAY BE COMING UNSTUCK 

1 . COSTA RICA'S STATE-OWNED COMMERCIAL BANKS HAVE NOT 
FOLLOWED THROUGH ON A COMMITMENT GIVEN BY THE CENTRAL 
BANK SEPTEMBER 19, 1975 TO CREDITORS OF THE FAILING LATIN 
AMERICAN BANK THAT THEY WOULD ASSUME RESPONSIBILITY FOR 
SOME $16 MILLION (50 PERCENT) OF LAB'S LOAN PORTFOLIO. 

IF ACTION IS NOT TAKEN SOON, ONE OR MORE CREDITOR BANKS WILL 
PROBABLY TAKE ACTION TO HAVE LAB THROWN INTO BANKCRUPTCY. 

THIS IS THE CURRENT STATUS OF THE LAB AFFAIR AS EXPLAINED 
TO THE AMBASSADOR BY A REPRESENTATIVE OF ONE OF THE 
CREDITOR BANKS, AND BY AN OFFICER OF THE NEW MANAGEMENT 
INSTALLED IN LAB BY THE CREDITOR BANKS FOR THE PURPOSE 
OF TRYING TO PUT ITS AFFAIRS IN ORDER. 

2. DESPITE THE CENTRAL BANK'S COMMITMENT, WHICH WAS 
REPORTEDLY THE ONLY FACTOR THAT DISSUADED CREDITOR 
BANKS FROM THROWING LAB INTO BANKRUPTCY LAST SUMMER, 

THE MEMBER BANKS OF THE NATIONAL BANKING SYSTEM HAVE 
ONLY COMMITTED THEMSELVES TO TAKE OVER $700,000 IN 

LAB ASSETS. THUS, THE CREDITOR BANKS FEAR THAT THE 
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TO DELAY ACTION AND PERHAPS ALLOW TIME FOR GRUPO PROIN 
PRINCIPALS TO LOOT THE REMAINING ASSETS. THE BANKERS 
STATED THAT THE BEARER SHARES WHICH REPRESENT CONTROL 
OF ONE SOLVENT GRUPO PROIN COMPANY, BEBRA S.A., WERE 
FORCIBLY REMOVED FROM THEIR POSSESSION. THEY FURTHER 
STATED THAT THEY DO NOT BELIEVE THAT THE CENTRAL BANK 
IS TAKING ANY COMPREHENSIVE ACTION TO CONSERVE THE 
ASSETS OF THE GRUPO PROIN COMPANIES WHICH REPRESENT THE 
BEST HOPE OF REALIZING SOME RETURN ON ALL OF THE LOANS 
(SOME 60-70 PERCENT OF ITS TOTAL PORTFOLIO) THAT THE 
LAB MADE TO THOSE COMPANIES. 

3. THE BANKERS, AT THE URGING OF THE AMBASSADOR, PLAN 
TO BRING THIS SITUATION TO THE ATTENTION OF TOP LEVELS 
OF THE GOCR THROUGH A LETTER TO VICE PRESIDENT CASTILLO. 
PREVIOUS DISCUSSIONS AT THE CENTRAL BANK HAVE NOT LED 
TO SATISFACTORY ACTION. IF THEY DO NOT GET PROMPT 
ACTION ON THE CENTRAL BANK COMMITMENT, THEY PLAN TO 
RZGORT THE SITUATION TO THE CREDITOR BANKS IN THE U.S. 
AND ABROAD. 

TODMAN 
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